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FEDERAL HOME LOAN BANK BOARD
The manner in which insured institutions account for "short call” options for purposes
of the Risk Analysis Report (RAR) has been revised in a final rule adopted by the
FHLBB (see the 7/22/88 Fed. Reg., pp. 27667-73).
The rule requires that the
income recognition of the commitment fee received by an institution writing a call
option be deferred until the option position is terminated, according to the
FHLBB. At that time, any gains or losses resulting from the option position shall
be recognized, together with the fee income that had previously been deferred.
In
its rule, the FHLBB also permitted insured thrifts to trade over-the-counter (OTC)
financial options with certain types of counterparties, as well as with primary
dealers in government securities.
The effective date for the final rule is
8/22/88.
For further information after reading the final rule, contact Robert J.
Pomeranz at the FHLBB at 202/377-6760, Steven Gray at 202/377-7506, or Carol
Larson 202/778-2535.
LABOR, DEPARTMENT OF
Ian Dingwall, CPA, was recently appointed to head the newly created Office of the
Chief Accountant within the Pension and Welfare Benefits Administration (PWBA).
The Office of the Chief Accountant will serve as PWBA's primary advisor on
accounting, auditing, and actuarial issues stemming from its responsibilities
under the Employee Retirement Income Security Act and the Federal Employees'
Retirement System Act.
The Office of Chief Accountant will be the central point
of contact for organizations in accounting and actuarial professions and Federal
and state agencies on all related matters, according to the Department of Labor.
Mr. Dingwall assumes the position of Chief Accountant effective immediately.
Since 1987, he has served as special assistant to PWBA's Deputy Assistant
Secretary for Program Operations on a temporary detail.
Previously, Mr. Dingwall
was a supervisory auditor in the Special Litigation Division of the Office of the
Solicitor.
In addition, he performed the functions of chief accountant to the
Enforcement Division of the Federal Energy Regulatory Commission and was a senior
accountant in the Division of Enforcement at the SEC.
Prior to beginning his
career with the Federal government, Mr. Dingwall was with Ernst & Whinney from
1969-1974, where he conducted financial audits and performed related services for
clients. Mr. Dingwall has been a member of the AICPA since 1971.
SECURITIES AND EXCHANGE COMMISSION
A requirement that registrants include a report of management's responsibilities in
Forms 10-K and N-SAR and annual reports to security holders is the subject of
proposed rules released by the SEC.
The proposed rules are expected to be
published soon in the Federal Register, at which time the 90-day comment period
will begin.
The management report would contain a description or statement of
management's responsibilities for the preparation of the registrant's financial
statements and other financial information, and for establishing and maintaining a
system of internal control directly related to financial reporting.
This report
would also include management's assessment of the effectiveness of the
registrant's system of internal control and a statement as to how management has
responded to any significant recommendations concerning such controls made by its
internal auditors and independent accountants.
The registrant's independent
accountant, pursuant to its existing responsibilities under generally accepted
auditing standards, would be required to read the disclosures included in the
proposed management report and consider whether such information includes a
material misstatement of fact.
If the independent accountant concludes that such
is the case, he is required to take certain actions that would result in
appropriate disclosure.
For further information after reading the proposed rules,
contact John W. Albert, Jeffrey C. Jones or Robert E. Burns at the SEC at 202/2722130 or Howard P. Hodges at 202/272-2553.
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SECURITIES AND EXCHANGE COMMISSION
The

SEC has scheduled an open meeting to consider whether to propose for public
comment Forms N-17f-l and N-17f-2 under the Investment Company Act of 1940 and
Form ADV-E under the Investment Advisers Act of 1940 (see the 7/21/88 Fed. R e g .,
p. 27594).
The forms would serve as cover sheets for accountant examination
certificates which are currently required to be filed with the Commission.
The
forms are designed to facilitate the proper filing of examination certificates
and, thus, increase the accessibility of such
information to both investors and
the Commission's staff. The meeting is scheduled for 7/28/88 at 9:30 a.m., at the
SEC headquarters, 450 5th St., N.W., Room 1C30, Washington, D.C.
For further
information please contact John McGuire at the SEC at 202/272-2107.

Alternative forms of a new Rule 465 that would provide for the automatic effectiveness
of post-effective amendments filed by a limited partnership are the subject of
proposed rules issued by the SEC (see the 7/14/88 Fed. R e g ., pp. 26718-26).
The
proposal would apply to post-effective amendments filed by a limited partnership
during the distribution period provided that such amendments relate to significant
acquisitions and contain required financial statements, financial information and
textual information ("required acquisition information").
The proposed rule could
be used by limited partnerships formed for the purpose of making acquisitions
solely in one of the specified industries, provided the effective registration
statement included specific disclosure concerning the acquisition policy of the
registrant and the nature of the acquisitions to be pursued.
The specified
industries do not include real estate but comment is solicited on whether real
estate be subject to the proposed Rule 465. Under Alternative I, offers and sales
of limited partnerships could continue after an acquisition became probable if the
prospectus used was supplemented with all required acquisition information. Under
Alternative II, offers and sales could continue once an acquisition became
probable, if the prospectus used was supplemented with any of the required
acquisition information available to the registrant.
An amendment to Rule 424
regarding the filing of prospectus supplements pursuant to proposed Rule 465 is
also being proposed.
Comments should be received by 9/12/88 and submitted to
Jonathan G. Katz, SEC, 450 5th St., N.W., Washington, D.C. 20549.
Comment letters
should refer to File No. S7-12-88.
For further information after reading the
proposed rules, contact Sarah A. Miller or Alexander G. Shtofman at the SEC at
202/272-2589.
TREASURY. DEPARTMENT OF
Allocation rules for certain asset acquisitions under section 1060 of the Internal
Revenue Code of 1986 are the subject of temporary and proposed regulations issued
recently by the IRS (see the 7/18/88 Fed. Reg., pp. 27035-44 and pp. 27053-54).
The temporary regulations provide guidance concerning the application of section
1060 and also modify certain rules relating to stock purchases treated as asset
purchases under section 338 of the Code, according to the IRS.
In addition, the
temporary regulations coordinate the application of section 755 with the rules of
section 1060.
The regulations define the term "applicable asset acquisition" as
"any transfer, whether direct or indirect, or a group of assets constituting a
trade or business with respect to which the purchaser's basis is determined wholly
by reference to the consideration paid for the assets."
The IRS also said that
the regulations cover a transfer of an interest in a partnership, but only for the
purpose of determining the amount of the transferee partner's basis adjustment
that must be allocated to goodwill and going concern value under section 755.
Under the regulations, the IRS said, the fair market value of a partnership's
goodwill is deemed to equal the amount which if assigned to partnership goodwill
would result in a liquidating distribution
to the transferee partner equal to
such partner's basis for the transferred partnership interest if all partnership
property were sold for its fair market value and the proceeds of the sale were
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distributed to the partners.
The IRS said it is currently studying whether to
provide additional regulations to address any situations in which a different
method of valuing goodwill would be more accurate, and invites comment on such
situations and alternative rules for valuing goodwill."
Additionally, the IRS
said that although the regulations provide a new method for valuing goodwill,
under certain circumstances, the regulations will be deemed to be satisfied with
respect to any transfer made before 7/15/88.
The temporary regulations are
effective 7/18/88.
The temporary regulations under section 1060 generally apply
to asset acquisitions made after 5/6/88.
The reporting requirements apply to
asset acquisitions occurring in a taxable year for which the due date of the
income tax return or return of income is on or after 9/13/88.
Written comments
and requests for a public hearing must be delivered or mailed by 9/16/88 to the
Commissioner of Internal Revenue, ATTN:
CC:LR:T (LR-119-86), Washington, D.C.
20224.
For further information after reading the regulations, contact Judith C.
Winkler at the IRS at 202/566-3458.
For information about the temporary
regulations under section 755, contact Robert E. Shaw at the IRS at 202/566-3297.

Proposed regulations relating to deductions in excess of $5,000 claimed for charitable
contributions of certain property will be the subject of an IRS hearing scheduled
for 9/23/88 (see the 7/21/88 Fed. R eg., p. 27531).
The regulations were proposed
under section 170A of the Internal Revenue Code of 1986 and were published in the
5/5/88 Federal Register (see the 5/16/88 Wash. Rpt.).
Requests to speak and
outlines of oral comments should be submitted to the Commissioner of Internal
Revenue, ATTN:
CC:LR:T (LR-83-87), Washington, D.C. 20224.
The hearing is
scheduled to begin at 10:00 a.m. in the IRS Auditorium, Seventh Floor, 7400
Corridor, Internal Revenue Building, 1111 Constitution Ave., N.W., Washington,
D.C.
For further information after reading the hearing notice, contact Carol
Savage at the IRS at 202/566-3935.

Certain installment sales by manufacturers to dealers are the subject of temporary and
proposed regulations (see the 7/12/88 Fed. Reg., pp. 26243-46 and pp. 26279-80).
The IRS said the regulations relate to an exception from the requirement that
indebtedness be treated as payment on installment obligations and an exception
from the repeal of the installment method of accounting for taxpayers who sell
personal property in the ordinary course of business.
The temporary regulations
are effective for, and are applicable to, taxable years ending after 12/31/86.
The IRS explained that the Tax Reform Act of 1986 (TRA '86) enacted the
proportionate disallowance rule of section 453C of the Internal Revenue Code. The
proportionate disallowance rule limits a taxpayer's use of the installment method
of accounting for certain sales of property based on the taxpayer's outstanding
indebtedness.
In general, the IRS said, the rule applies to dealer sales of real
and personal property and to nondealer sales of real property used in a trade or
business or held from the production of income if the sales price is greater than
$150,000.
Transitional relief is provided if a taxpayer satisfies certain
requirements for the taxpayer's first taxable year beginning after 10/22/86.
Transitional relief from the repeal of the installment method for dealer
dispositions giving rise to installment obligations that satisfy the requirements
of section 811(c)(2) of TRA '86 is also provided.
Such obligations are defined in
the regulations.
Taxpayers become eligible for section 811(c)(2) treatment only
if they satisfy a "50 percent" test for both the first taxable year beginning
after 10/22/86 and the preceding taxable year.
Thereafter, such a taxpayer does
not cease to be eligible for section 811(c)(2) treatment until the second
consecutive taxable year it fails the 50 percent test.
To satisfy the 50 percent
test, the IRS said, the face amount of the manufacturer's obligations that would
otherwise satisfy the requirements of section 811(c)(2) must be at least 50
percent of its total sales to dealers giving rise to such obligations.
The
regulations provide that an installment obligation that initially satisfies the
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requirements of section 811(c)(2) must continue to satisfy the requirements of
that section at all times.
Written comments and requests for a public hearing
must be delivered or mailed by 9/12/88 to Commissioner of Internal Revenue, ATTN:
CC:LR:T (LR-51-88), Washington, D.C. 20224. For further information after reading
the regulations, contact William L. Blagg at the IRS at 202/566-3238.

Final regulations providing rules for determining a taxpayer’s foreign tax credit
limitations under section 904(d) of the Internal Revenue Code of 1954 have been
published by the IRS (see the 7/18/88 Fed. R eg., pp. 27006-35).
The regulations
were proposed in the 8/26/87 Federal Register to conform to changes mandated by
the Tax Reform Act of 1986 (see the 9/14/87 Wash. Rpt.).
The IRS said the
amendments as proposed reflected proposed technical corrections and, because the
technical corrections legislation has not yet been passed by the Congress,
portions of the final regulations have been reserved.
In addition, the IRS said,
regulations have been reserved on the issue of whether payments from a foreign
parent to its United States subsidiary should be characterized under the
principles of the look-through rules. The regulations are generally effective for
taxable years beginning after 12/31/86.
For further information after reading the
regulations, contact Carolyn M. DuPuy at the IRS at 202/634-5406.
SPECIAL:

WAYS AND MEANS
CORRECTIONS ACT

COMMITTEE

MODIFIES

BUILT-IN

GAINS

PROVISION

OF

TECHNICAL

The Technical Corrections Act of 1988 approved by the House Ways and Means Committee
7/14/88 amends language in the original technical corrections measure that
modified the built-in gains tax applicable to C corporations that elected S status
by removing the taxable income limitation when computing the tax.
The proposed
change was objectionable to many practitioners because it had the potential to
place electing entities in a position where they would be assessed built-in gains
tax, but would not have the wherewithal to pay the tax because of legitimate
business reasons.
The language approved by the Ways and Means Committee mandates
that any amount not taxed as a result of the taxable income limitation would be
placed in a "suspense account."
The suspense account balance would be carried
forward and would be subject to built-in gains tax to the extent that there is
taxable income in future years. Any amount not taxed within ten years from the
effective date of the S election is entirely exempt from built-in gains tax.
Consequently, entities would not be assessed built-in gains tax in a year when no
cash is available.
The Technical Corrections Act must still be approved by the
House of Representatives, the Senate Finance Committee and the Senate.
If both
the House and Senate adopt technical corrections legislation, it is expected that
a Conference Committee will be appointed whose members will be charged with
reconciling differences between the two bills.
SPECIAL:

HANDBOOK OF STATE ACCOUNTANCY LAWS AND REGULATIONS AVAILABLE

"Digest of State Accountancy Laws and State Board Regulations - 1987-88" is the title
of a recently published reference book now available from the AICPA. The digest,
prepared by the AICPA and the National Association of State Boards of Accountancy
(NASBA), summarizes the principal legal requirements that govern the licensing and
regulation of professional accountants in the United States.
Included are the
requirements for continuing professional education, reciprocal certification, and
temporary practice in force in each state.
Indexed by state, licensing
requirements for each state are condensed into the following general categories:
general qualifications, educational requirement, experience requirement, CPA exam
conditioning, continuing professional education, temporary practice, reciprocity,
foreign accountants, and fees.
In addition, the digest includes several
tabulations of the state licensing requirements so that users may readily
determine or compare the requirements of various states.
The publication is

5
available by writing the AICPA Order Department at P.O. box 1003, New York, NY
10108-1003, or by calling the AICPA Order Department at 1-800-334-6961 or in New
York at 1-800-248-0445.
The cost of the publication is $15.60 for AICPA members,
$19.50 for non-members, and $11.70 for educational institutions, faculty and
students.
SPECIAL;

AICPA NATIONAL BANKING CONFERENCE ANNOUNCED

The AICPA's Thirteenth Annual National Conference on Banking will be held 11/9-10/88
at the Grand Hyatt Washington Hotel in Washington. D.C.
The program is designed
to make the participant aware of emerging developments in accounting and auditing
and the impact of competition and supervisory agency regulations on banking
operations, as well as to recognize and cope with specialized transactions and
developments applicable to the banking industry.
Highlights of the program
include:
an update on legislative developments in the 100th Congress,
particularly repeal of the Glass Steagall Act; exploration of current SEC
reporting issues and implementation of the new FASB Standards on Income Taxes and
Cash Flows; and discussions on bank fraud and Early Warning Risk Evaluation,
asset/liability management for community banks, and the current tax issues
affecting banks.
Thomas S. Johnson, president of Chemical Banking Corporation,
will be the keynote speaker.
Other speakers include representatives of the SEC,
FASB, FDIC, the Federal Reserve System, the Office of the Comptroller of the
Currency, the American Banking Association, and CPAs with extensive experience in
the banking field.
In addition, Rep. Tom McMillen (D-MD), a member of the House
Committee on Banking, Finance, and Urban Affairs, will address the Conference.
A questions and answers period will also be included in each session and
participants are encouraged to bring questions concerning particular problems to
the sessions.
Recommended CPE credit is 16 hours.
For further information
contact the AICPA Meetings Department at 212/575-6451.

For further information contact Shirley Twillman at 202/737-6600.
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